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PROJECTED ECONOMIC IMPACTS OF A 
DURABLE WHOLESALE TRADE FIRM ON LICKING COUNTY, OHIO* 
How much could Licking County afford to invest in industrial site 
improvements to attract a durable wholesale trade firm? Would the area 
benefit or lose if a tax abatement is given to the firm? The attached 
results show the impacts on Lima Township, Licking County, and the Southwest 
Licking Local School District of a typical wholesale firm for durable goods. 
It is estimated that 12 persons would be employed. Most of the community 
data came from reports issued by the state auditor and has not been verified 
with local officials. Data on the firm are derived from various reports 
issued by the U. S. Department of Commerce and the Ohio Bureau of Employment. 
Based upon results of previous research, it was assumed that 40 percent 
of the new plant employees would be residents of Lima Township, 30 percent 
would commute from the rest of Licking County, 10 percent would move into the 
colinty, and 20 percent would commute from outside the county. 
Changes in Local Incomes 
Employees in Lima Township are estimated to earn $34,339 more than they 
would otherwise in the first year if the firm is established. Employees in 
the rest of Licking County should earn $23,915 more in the first year. Depending 
on where they live, these employees are estimated to spend from 10 to 50 
percent of their new income in Lima Township. The incomes of other area 
merchants and their employees would increase by $5,415 in the first year. 
Public Finance Impacts of New Jobs 
The tax base in the county would expand enough to provide the town~hip, 
the county, and the school district with greater increases in revenues than 
in expenditures. However, these net gains were quite small for all three 
units. In the first year the net gains were $114, $405, and $606 for the 
township, county, and school district. 
For the township and county the net gains increase over the ten year 
period due to projected increases in the real wages at this firm. The school 
district impacts have an uneven pattern as a result of the Ohio education 
finance system which combines an equal yield formula for state aid, a 
guarantee of no reduction in state aid from one year to the next, and property 
values which change only once every three years. 
Local Investments in Site Improvements 
The bottom two 1 ines of Table 1 show the breakeven investment for attract-
ing this firm. lt 1 s labeled 11 Present Value Over 10 Years at 5.0 11 and it 
shows the value today of these surpluses over the entire period. If the firm 
operates in the location for ten years with 12 employees, the township could 
invest up to $1,509. That is, the township could invest up to $1,509 without 
raising local tax rates. The county could invest another $4 429. 
*Prepared by George Morse, Resource Economist, and John David Gerard, Technical 
Assistant, Economic Research, Department of Agricultural Economics and Rural 
Sociology, Ohio Agricultural Research and Development Center and the Ohio State 
University, December 1979, ESQ 651. 
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The county and township could divide these investments based on their 
expected net benefits or approximately a 75 to 25 percent division. 
The results for the school demonstrate an important consideration: the 
stability of the firm must be considered. Dun and Bradstreet data how that 
a large percentage of firms fail each year. If this firm successfully operates 
here for 10 years, the present value of the net gains to the school district 
is $5,443. If it fails during this period, the results are reversed, with a 
net loss of $29,328. This negative result assumes that expenditure declines 
do not result immediately after a plant fails and that they only decline by 
75 percent of the original increase. Whil all local units of government 
are affected by this, schools are affected more severely because of the larger 
amounts of funds involved. 
Tax Abatement 
If a fifteen-year tax abatement is given to this fir , using the Community 
Reinvestment Program, the net gains to the township in year 1 would be 28 
percent less than without the abatement. In this program the abatement applies 
only to taxes on improvements to real property and not to tangible personal 
property taxes, income .taxes, or sales taxes. 
The net gains to the county would drop by only 6 percent. This 1s 
because the township's additional local revenue comes entirely from property 
taxes. However, over half of Licking County's additional revenues would come 
from the one-half percent permissive sales tax. 
Use Alternative Estimates and Check the Data 
These estimates are derived from the Ohio Economic Growth Impact Model. 
The data used in this analysis are attached. Because the model has been 
computerized, different situations can be easily examined. 
These results represent the first of a three-phase program. If local 
decisions are being made about the level of public investment for a firm, 
specific data on that firm must be studied. 
A careful review of the other data used in the analysis is also desirable. 
For example, users frequently are uncertain about where new employees will 
live. How many already live in the township, county, and school district? 
.How many will commute in from other areas? How many will move in? The base 
analysis shown here assumes 40 percent already lived in the towns ip with 
30 percent coming from the rest of the county. As Table 3 shows, the net 
gain in year one to the township ranges from $93 to $135 if the percentage 
in the township is 20 and 60 percent, respectively. This type of analysis 
cannot remove all the uncertainty and risk involved. It can help to focus 
attention on the key local issues in local growth policies. 
For more information on this service, contact George Morse, Resource 
Economist, GROW Community Development Project, P. 0. Box 32, Jackson, Ohio 
45640 (614/286-2177). 
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